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International Movement of Gold and Dollars 


Gold and U.S. dollar holdings of foreign countries 
rose steadily throughout 1950, in contrast to the experi- 
ence of earlier postwar years. A sharp decline in the 
U.S. export surplus, financial aid by the U.S. Government 


program, and the fact that foreign countries as a whole 
have recovered to the point where gold and dollars are 
valued more highly as reserves than as an immediate 


million claim for additional goods and services. Partly as a result 
f £2] § considerably in excess of the export surplus, and an out- _— of increased reserves, ECA countries have taken steps to 
justrial @ flow of U.S. private capital accounted for this develop- remove most of their restrictions upon intra-European 
£14164 ment. Holdings rose by $3.7 billion (including $400 trade and payments, and other countries have partially 





649,738 








million of newly-mined gold), to a year-end total of ap- 


‘proximately $19 billion. At this level, however, holdings 


relaxed their restrictions upon dollar trade and payments. 


mall The outflow of gold and the increase-in foreign dollar 
. Addi. Were still below the $20.8 billion level at the end of 1945. balances during 1950 had a restraining effect in the 
49 wash | All figures exclusive of U.S.S.R. gold reserves.) United States at a time when other influences there were 
yy much Improvement in the gold and dollar positions of predominantly inflationary. The fact that foreign com- 







countries abroad was widespread, and only a few coun- 


yer mercial banks and business firms maintain only relatively 
aaa tries, including Belgium, Norway, and Venezuela, failed small working dollar balances in the United States and 
* 1950 to add to their holdings. Almost two thirds of the over- transfer excess balances to the central banks of their 
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all increase was concentrated in the United Kingdom and 
Canada. The United Kingdom converted practically all 
its current net dollar receipts ($1 billion) into gold, in 


respective countries had a restrictive effect upon the 
U.S. domestic credit situation, as did the outflow of 
gold. This effect, however, was limited by the extent 






=. addition to obtaining an estimated $0.5 billion in gold to which U.S. commercial banks borrowed from the 
from other sources. Canada’s gold reserves increased by Federal Reserve Banks or sold U.S. Government secur- 
only $100 million, while its dollar balances rose by more _ ities, although the over-all liquidity of the banking 

950 wa: than $500 million and were largely invested in U.S. system was reduced. 

g period Government securities. Source: Board of Governors of the Federal Reserve 

ileal The marked recovery in foreign holdings of gold and System, Federal Reserve Bulletin, Washington, 

3 milling U-S- dollars reflects the success of the U.S. foreign aid D. C., March 1951. 

were du Repurchase of Currency from IMF 

manor In March, South Africa and Ethiopia repurchased holdings of South African currency to 75 per cent of 

tich crop part of the Fund’s holdings of their currencies by paying =the South African quota. 

U.S. dollars to the Fund. South Africa purchased $10 Ethiopia purchased $600,000 from the Fund in 1948 
ommerct@ million from the Fund in December 1948, by paying an and 1949. A repurchase of Ethiopian dollars was made 
1951 equivalent amount in South African pounds. The March _ in September 1950 by the payment of $300,000; and 

payment of $9,985,000 to the Fund for the repurchase of | a second repurchase, also of $300,000, was covered by 
each South African currency has now reduced the Fund’s — the March payment. 

n 

, —_ Europe By the end of February her cumulative accounting deficit 
_ the s , was 457.1 million EPU units, having increased consid- 
may be EPU Operations in February erably since January. (For the plan of the West Ger- 
opinion. The operations of the European Payments Union in man Government to restore its payments position, see 

rom the f§ February confirm the tendency toward an expanding this News Survey, Vol. III, p. 296.) 
> of the @ imbalance noted in January. The February imbalance The Netherlands continued to be the second most 
; was the largest since the inception of the Union, with important EPU debtor, with her accounting deficit in- 
> the exception of last September and October. During creasing by 25 million units during February, to a 
F those two months, however, EPU operations were dis- cumulative total of 155.9 million units. Last December 
torted by short-term capital movements to the United the Netherlands’ deficit had passed the limits of the first 
ND Kingdom, motivated by rumors of an early appreciation __20 per cent tranche of her quota (see this News Survey, 
5, D. C. of sterling. Vol. III, p. 262) and gold payments were started for 

F Germany remained the most important EPU debtor. 








20 per cent of the deficit exceeding that limit. During 
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February further gold payments had to be made for 5 
million units, so that total gold payments reached 12 
million units by the end of that month. Because of the 
February deficit (155.9 million minus 30 million of 
initial credit balances fully used up), the Netherlands 
is on the verge of exceeding the limits of the second 
tranche of her quota (132 million units or 40 per cent 
of the quota), when gold payments have to cover 40 per 
cent of any deficit. 

A monthly deficit for Austria and Greece also contin- 
ued, the cumulative accounting deficit for Austria amount- 
ing to 72.1 million units at the end of February, and for 
The deficits for both 
countries are still within the limits of their initial credit 
balances. However, since the initial credit balances are 
greater than the quotas allotted to the two countries, 
these countries, according to the EPU agreement, will 
not be allowed to draw on their quotas until after July 
1, 1951. Therefore, Austria is confronted with a serious 
problem, since by the end of February there remained 
only about 8 million units of her initial credit balance 
available for the final four months of the first year of 
EPU operations. 


007 


Greece, to 88.7 million units. 


lialy reported for February her highest monthly deficit 
thus far with EPU—27.2 million units. Since January 


her cumulative accounting deficit has passed the limits 
of the first tranche of her quota (41 million units or 20 


per cent of the total quota) ; but as the part of the deficit 
exceeding that limit was covered by the use of existing 
resources, no gold payments have been made. Italy’s 
existing resources are known to be mainly in the form 
of sterling balances. 

The creditor position of the United Kingdom with 
EPU increased further by the end of February, to 300.7 
million units; and in addition she had received 88.7 
million units in gold, with an over-all improvement in 
her position over January of 74 million units. The net 
U.K. surplus during the first eight months of EPU 
operations is around 600 million units, account being 
taken of the initial debit position of 150 million units 
that the United Kingdom had made available to EPU, 


and of some use of existing resources. 


France’s surplus in February was only 12.2 million 
units, compared with an average monthly surplus of 
nearly three times that amount through December. By 
the end of February her total credit with EPU was 174.4 
million units; in addition, she had received gold for 
70.4 million units. 

Belgium by the end of February had not only made 
available the whole of her initial debit position of 44.1 
million units, but had accumulated a 37.4 million unit 
credit vis-a-vis EPU. During February alone her sur- 
plus was 33.2 million units. 

Portugal is also a steady creditor, having reached 
her present position at a rate vastly exceeding original 
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expectations. By the end of February her net cumu- 
lative surplus was 58.5 million units, compared with a 
total quota of 70 million. Against such a surplus she 
had granted credits of 36.3 million units to EPU and 
was paid in gold for 22.2 million units. If the Portu- 
guese monthly surplus continues to expand at the rate 
of last February (12.1 million units), the EPU will be 
confronted with something like a German problem in 
reverse. The Portuguese surplus in excess of the quota 
may then be paid fully in dollars or in another currency 
acceptable to Portugal, and, according to the Code of 
Liberalization, discriminations may be established by the 
other EPU countries against Portuguese products. 

Source: Agence Economique et Financiére, Paris, France, 


March 22, 1951. 


Schuman Plan 

The final draft of the Schuman Plan was initialed by 
the heads of the delegations of the six Governments con- 
cerned on March 19. Negotiations had been under way 
since the proposal was made on May 9, 1950 by French 
Foreign Minister Schuman to create a European pool of 
coal and steel (see this News Survey, Vol. Il, pp. 358 
and 383). 

Two further steps are now needed to implement the 
plan: signing of the treaty by the six Governments, and 
then ratification by the respective Parliaments. In the 
first “transitional period” phase of six months’ dura- 
tion, which will begin only when these two steps are 
completed, the necessary institutions (High Authority, 
Council of Ministers, Assembly, Court of Appeal, Advis- 
ory Committee) will be established. In the second phase, 
covering five years, measures will gradually be taken 
toward establishing a unified market for coal and steel 
among the participating countries. At the end of the 
five-year transitional period, the permanent provisions 
of the Treaty will be implemented. 

The goal of the plan is to create a unified market for 
coal and steel within the participating countries. Within 
the group, an effort will be made to equalize costs, as 
far as possible, through direct measures (such as sup- 
pression of customs duties, of differential transport tar- 
iffs, of preferential raw-material prices, etc.) or through 
long-term policies (gradual elimination of high-cost 
firms, prohibition of cartels, control of concentration, 
coordination of investments, coordination of wage pol- 
icies, etc.). Output will be controlled by the High 
Authority if shortages are acute (when allocation of 
scarce materials would be undertaken and exports re- 
stricted) or if surpluses are large (when production 
quotas and import restrictions would be decided). Min- 
imum or maximum prices may also be decided by the 
Authority, in order to maintain employment at the 
desired level. 

Competition vis-a-vis third parties between the part: 
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ners in the pool will be uncontrolled, except that the 
customs duties of each participating country vis-a-vis 
third countries will be permitted to vary only within 
limits fixed by the High Authority, and the control of 
imports of raw materials and of exports may be ordered 
by the High Authority when shortages or surpluses are 
large. 

Each of these measures will be made effective by a 
decision, an advice, or a recommendation of the High 
Authority (which is a supra-national body), sometimes 
with, sometimes without, the intervention—which may 
take several forms—of the Council of Ministers (directly 
representing the Governments), but always under the 
legal control of the Court of Appeal. Furthermore, the 
High Authority is responsible before the Assembly (rep- 
resenting the national Parliaments), which is to meet at 
least once a year. A levy (less than one per cent of 
the value of output) is the basic financial resource of 
the High Authority, which can also borrow funds. The 
High Authority may lend funds to firms for certain 
purposes and under certain conditions. 

Among the transitional measures, the most important 
refer to compensatory operations for the benefit, espe- 
cially, of the Belgian, French, and Italian mines. Nego- 
tiations with OEEC and GATT will also have to be 


undertaken with respect to trade and tariff agreements. 


Source: Le Monde, Paris, France, March 20, 1951. 


Full Employment in the United Kingdom 


The Chancellor of the Exchequer, Mr. Gaitskell, has 
stated that the Secretary-General of the United Nations 
has been informed of the U.K. decision to “express the 
full employment standard of the United Kingdom as a 
level of unemployment of 3 per cent at the seasonal 
peak.” This is in accordance with the recommendation 
of the Economic and Social Council that governments 
publish annually the standards by which they derive the 
meaning of unemployment as a continuing objective of 
policy (see this News Survey, Vol. III, p. 57). While 
the experience of the last few years has shown a level 
of about 2 per cent at the seasonal peak, it is necessary 
to consider the possibility that external factors, such as 
a widespread fall in the demand for U.K. exports or a 
shortage of raw materials, might make it impossible, 
for a time, to keep unemployment at the recent low 
levels. The danger of provoking inflation in such a 
situation would be more acute than if unemployment 
were caused by a decline in internal demand. If severe 
difficulties should arise in the sphere of foreign trade, 
it is possible that a level of even 3 per cent unemploy- 
ment might be exceeded for short periods. “The figure 
of 3 per cent represents the maximum number of persons 
registered as unemployed on a given day in any month 
of the year, expressed as a percentage of the total number 
of employees. It applies to the United Kingdom as a 
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whole and does not preclude the possibility that in partic- 
ular areas the percentage of unemployment might exceed 
3 per cent.” 


Source: The Times, London, England, March 24, 1951. 


U.K. Bank Advances 

The latest quarterly classification of U.K. bank ad- 
vances shows both a record increase and a record total 
of loans outstanding. The increase between November 
and February amounted to £123 million, and the total 
outstanding at the end of February was £1,807 million, 
or nearly twice the corresponding figure on the same 
date four years ago. Some of the expansion in the three 
months was undoubtedly seasonal, due partly to advances 
for tax payments. But much of it was due to the rise 
in raw-material prices. This development, together with 
the need for expanding stocks, is likely to cause bank 
advances to increase still further in the coming months. 


Source: The Times, London, England, March 24, 1951. 


Labor Unrest and Wage Increases in France 

In the second half of March, there were widespread 
strikes in the French transport services (Paris subway 
and buses, national railways) and in some other nation- 
alized sectors of the French economy (northern coal 
mines, electric power and gas plants in Paris), and, on a 
more limited scale, in some private sectors. 

These strikes aimed at a revision of wages in line 
with the increase in the cost of living which had taken 
place since August 23, 1950, when the law on minimum 
wages had been modified, and which an official com- 
mittee, the “Commission supérieure des Conventions 
Collectives” (National Collective Bargaining Board), had 
estimated at 12.5 per cent. From August 23, 1950 to 
the end of February 1951, some 200 collective industrial 
wage contracts had been signed, tending to raise wages 
on the average by 5 per cent above the end-of-August 
level. While Government and management had not re- 
fused further wage increases, there was strong disagree- 
ment on the amount to be granted. Moreover, there are 
wide discrepancies in the wage structure, and competi- 
tion had developed between sectors in order to reap the 
greatest benefit from an eventual over-all wage increase. 
The Government had studied, in February and early 
March, several proposals for wage readjustments, but 
had not reached a conclusion as to the amount of the 
increase. 

By March 27 most of the strikes had ended and a 
wage increase, tentatively estimated on the average at 11 
per cent above the prestrike level, had been granted. 
According to a decree published in the Journal Offciel 
of March 25, the “minimum hourly wage” applying to 
the private sector is to rise from 78 francs (the “wage” 
as of August 23, 1950) to 87 francs. The new basic 
rate implies a readjustment of the entire wage pattern, 
and forms the basis for further collective bargaining. 
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In certain cases, e.g., metal workers, a “sliding scale” 
has been conceded to the unions. Wages in nationalized 
industries and of government employees have also been 
raised, the average increase being between 10 and 12 
per cent. 

The wage increases will affect the price level. Rates 
for transportation and utilities will be raised on April 1, 
1951. The estimated budgetary deficit may also be 
increased from 320 billion to 400 billion francs. (The 
ordinary budget for fiscal 1951 has not yet been voted, 
current operations being carried out by appropriations 
voted each month.) 

Source: Agence Economique et Financiere, Paris, France, 


March 27, 1951. 


Sweden’s Terms of Trade 

Between November 1950 and February 1951, Swedish 
export prices increased by 53 per cent. The increase 
was due not only to the high prices of wood pulp, paper, 
and lumber, but also to high prices of iron and steel 
products. 

Between August 1949, the month prior to the 30.5 per 
cent devaluation of the krona, and February 1951, export 
prices rose by 130 per cent and import prices by 64 
per cent. The terms of trade measured by these price 
indexes rose from 82 (1937 = 100) in August 1949 to 
108 in February of this year. Compared with the 
average for 1935, the terms of trade were 129 in 
February. 

Sources: Kommerskollegium, Kommersiella Meddeland- 
en, January 1951, and Sveriges Riksbank, Ur 
tidningarna, March 28, 1951, Stockholm, 
Sweden. 


Finland’s Reparations Deliveries 
Finland’s reparations deliveries to the U.S.S.R., in 
final settlement of its war indemnity obligations, are to 
be the equivalent of 29.3 million war reparations dollars 
(of 1938 purchasing power plus a 15 per cent increase 
for vessels and metal products and 10 per cent for other 
goods) in the period from January 1, 1951 to Septem- 
ber 18, 1952, according to an agreement between Fin- 
land and the U.S.S.R., signed on November 18, 1950. 
Deliveries during 1951 will amount to 18 million war 
reparations dollars and during 1952 to 11.3 million. Of 
total deliveries, machinery and equipment, including 
mainly four plants for prefabricated houses and three 
plywood factories, will cover 11.7 million war repara- 
tions dollars; vessels (sea, lake, and river tug-boats, 
barges, seagoing steamers, fishing boats, etc.) 17.1 mil- 
lion; and other “free” deliveries 0.5 million. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, November-December 1950. 


Liberalization of Portugal’s Imports 
In furtherance of the program of trade liberalization 


with OEEC countries, the Portuguese Ministry of Econ- 
omy has discontinued all import licenses for goods 
whose value does not exceed 2,500 escudos, originating 
in OEEC countries or in Spain. This measure will 
apply until March 31. If the experiment proves success- 
ful and does not give rise to abuses, it will be maintained 
after that date. 
Source: National Institute for Foreign Trade, Informazi- 
oni per il Commercio Estero, Rome, Italy, Feb- 


ruary 15, 1951. 


Italy’s Economic and Financial Policy 


Italy’s economic situation and its Government’s future 
policy were outlined on March 6 by the Minister of 
the Treasury. He recalled that, at the beginning of 
1950, the Government’s economic and social policy had 
entered a new phase, characterized by a strong defense 
of the currency and the promotion of production, with 
a view to achieving an increased national income and a 
greater investment potential, making it possible to im- 
prove the workers’ standard of living and to check 
unemployment. 

Industrial production last year, as measured by the 
index of the Central Institute of Statistics, was 13.5 per 
cent greater than in 1949, and agricultural output also 
expanded considerably. The gross national income 
increased 9 per cent, to 8,100 billion lire, and, despite 
the growth of population, the prewar per capita income 
was almost regained. There was an increase in individ- 
ual consumption, the number of calories available to 
the population reaching 96 per cent of the prewar level. 

During 1950 the volume of savings also increased, the 
smaller expansion in bank deposits being offset by greater 
savings through the postal savings system. The Govern- 
ment adopted a program of public and private invest- 
ments, totaling 1,700 billion lire, for the development of 
the southern provinces and the depressed areas; the 
resulting increase in the purchasing power of the southern 
population may help to solve many of the marketing 
problems of northern Italy’s industries. 

In spite of the effects of the Korean war, the cost of 
living remained relatively stable. At the end of 1950 
the cost-of-living index was 50.09 times its prewar level, 
compared with 47.53 times at the end of 1949 and 49.17 
times at the end of 1948. In referring to the budget 
estimate for 1951-52, with its deficit of 396 billion lire 
against 176 billion lire for 1950-51 (see this News 
Survey, Vol. III, p. 279), the Minister observed that the 
Treasury’s policy of monetary defense would be con- 
tinued with the same vigor. To meet additional expendi- 
ture, the State would be obliged to have greater recourse 
to the money market, but this recourse would be limited 
as much as possible. Financing the budget deficit by 
recourse to an increased note issue was definitely out 
of the question. The Minister stated that the floating 
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debt had increased—as a result of the budget deficit— 
from 1,825.8 billion lire in 1949 to 1,967.8 billion last 
year. He did not, however, regard this increase as 
dangerous. 

To defend the price system and production, a broad 
import policy was advocated, with substantial govern- 
ment imports of raw materials and consumer goods. 
In the past few years, the Minister said, the Govern- 
ment had paid particular attention to the accumulation 
of foreign exchange resources, which would now be 
needed if such an import policy were to be carried out. 

In present circumstances a reduction of the percent- 
age (25 per cent) for banks’ compulsory deposits with 
the Bank of Italy and the Treasury was out of the ques- 
tion, but the necessity of financing small and medium- 
sized industrial enterprises at least to the same extent 
as formerly was recognized. Credit policy must be 
applied so that accumulated stocks will return to the 
normal channels of trade. Savings must be better pro- 
tected, because no other country had built up its eco- 
nomic system on the basis of voluntary savings to such 
an extent as Italy. The note circulation must be allowed 
to expand pari passu with economic activity, to maintain 
price equilibrium. The note circulation in 1950 expanded 
in the same proportion as the national income, the nom- 
inal amount reaching 52-53 times the prewar circulation. 
The Minister admitted that for the time being economic- 
planning tendencies were stronger than liberal tendencies, 
but he insisted that this was only temporary and that the 
Government did not intend, in the long run, to base 
its policy on economic planning. 

Source: Agence Economique et Financiére, Paris, France, 
March 8, 1951. 


Greek Tobacco “Security” Price 

The Greek Economic Policy Committee has fixed the 
“security” price for the 1950 tobacco crop at 260 times 
the prewar level. (The 1949 price had been fixed at 
230 times the prewar level.) “Security” prices for 
tobacco are established by the Government on the basis 
of the subsistence needs of producers. Merchants and 
dealers have to purchase tobacco from the producers 
at “commercial” prices, which are also fixed by the 
Government and, since the latter are below “security” 
prices, the difference is paid to producers from the state 
budget in the form of a subsidy. The Government pays 
an additional subsidy also to tobacco exporters in the 
form of a premium above the foreign exchange proceeds 
which are based on the official effective exchange rate. 
This export subsidy on tobacco has been fixed at 12 
per cent. 


Source: To Vima, Athens, Greece, March 16, 1951. 
Blocked German Mark Balances 


New regulations in Western Germany permit foreign 
holders of blocked Deutsche Mark accounts to transfer 
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these balances to other persons outside Germany for 
whatever amount they may fetch in foreign currency. 
Restrictions on the use of acquired blocked marks by 
their new owners, however, are more severe than those 
applied to the use of blocked balances by original owners. 
In particular, the facilities granted to original owners 
for using the balances for covering tourist expenditures 
in Germany or for contributions to the living expenses 
of relatives in that country are not being extended to 
new holders. The German authorities apparently wish 
to restrict the use of acquired blocked balances to opera- 
tions arising from capital investments in Germany. 

The total amount of these blocked balances is esti- 
mated at a minimum of about DM2 billion. The demand 
for blocked marks for investment purposes, however, is 
not great. It is possible, therefore, that the offer of 
only a small part of the total will reduce the market 
to a saturation point. 

The creditors who seem likely to suffer most as a 
result of the new regulations are the owners of foreign 
currency claims, including the standstill creditors. In 
July 1950 the West German authorities agreed that foreign 
currency creditors should have the right to accept blocked 
mark balances in settlement of these claims, provided 
the debtor gave 60 days’ notice to all his other foreign 
creditors of his intention to convert a particular claim. 

In December, however, a meeting of German bankers 
in Frankfurt recommended that, since it was not practi- 
cable to give notice in this way, debtors should be advised 
to defer making repayments in Deutsche Marks until this 
proviso was withdrawn. Since it has not been with- 
drawn, voluntary repayments in blocked marks are vir- 
tually prohibited, and holders of claims in Deutsche 
Marks will be in an advantageous position to transfer 
their debts in a way which is denied to owners of foreign 
currency claims. 

Source: The Financial Times, London, England, March 
3, 1951. 


Economic Developments in Bulgaria 

Industrial production in Bulgaria in 1950 is reported 
by the State Planning Commission as 23.3 per cent 
higher than in 1949, and 2.9 times the 1939 level. 
Despite adverse weather conditions, the 1950 production 
exceeded that of 1949 by 22 per cent for wheat; 30 per 
cent for rye; 20 per cent for tobacco; and 10 per cent 
for rice. The national income was 16 per cent above 
1949, 

The number of farmers in cooperative farms increased 
in 1950 to 3.5 times the 1949 level, and the land under 
cooperative farming to 4 times that in 1949. The 
average size of cooperative farms increased from 875 to 
2,025 acres. Cooperative farms are now estimated to 
account for 48 per cent of all peasant households and 
for 43 per cent of total arable land. 

The Government has floated an internal loan of 10 
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billion leva for economic development. The loan will be 
repaid in 20 years and interest at the rate of 5 per 
cent per annum will be paid in the form of lotteries, 
with prizes ranging from 10,000 to 1 million leva. One 
fourth of the bonds will carry profits through lotteries, 
while the remaining three fourths will be repaid to the 
bondholders at their nominal value. Final subscriptions 
to the loan were reported at 15 billion leva. 

Source: Free Bulgaria, Sofia, Bulgaria, February 15, 

1951. 


Middle East 

Egyptian Central Bank 

By an overwhelming majority, the Chamber of Dep- 
uties of Egypt has approved the Government project to 
tranform the National Bank of Egypt into a Central Bank 
(see this News Survey, Vol. III, p. 61). The Bank will 
be controlled by a higher committee composed of three 
government officials and three bank employees, and 
presided over by the Finance Minister. Henceforth, the 
Governor of the Bank and all members of the Board of 
Directors will be Egyptians by birth. At present, the 
capital of the Bank is divided into 300,000 shares; 34 
per cent is held by Egyptians and 12 per cent by British 
nationals. 


Source: Al Ahram, Cairo, Egypt, March 23, 1951. 


Israeli-Yugoslav Trade Agreement 

Israel and Yugoslavia have concluded a trade agree- 
ment to be effective for one year as of January 29, 1951. 
Yugoslavia will export to Israel timber, chemicals, rail- 
way ties, agricultural tools, hemp, and tobacco. Israel 
will export, among other commodities, hides, woolen 
yarn, and raw sisal. The invoices will be in U.S. dollars, 
and the total value of commodities exchanged is esti- 
mated to be around US$3 million. Under a payments 
agreement signed simultaneously with the trade agree- 
ment, all currency balances held by either party over and 
above US$200,000 will be convertible into U.S. dollars 
or a currency acceptable to both parties. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 26, 1951. 


Lebanese Budget for 1951 

The Lebanese budget for 1951, recently approved by 
Parliament, shows estimated expenditures and revenues 
balanced at LL89.45 million (LL2.19 = US$1). The 
1950 budget provided for expenditures of LL85.3 million 
and for an over-all deficit of LL3.5 million to be financed 
by drawings on the General Reserve Fund. Increased 
revenues in 1951 will be obtained from higher yields of 
both direct and indirect taxes, attributable to greater 
business activity. As in preceding years, indirect taxes 
continue to provide about 67 per cent of revenues, and 
direct taxes only 18 per cent. Among estimated ex- 
penditures, the greatest increases are in the appropria- 
tions for national defense, which now amount to 19.5 per 
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cent of the total, and in those for national education. 
Appropriations for public works are the same as in the 
previous year; they constitute the largest budget item, 
about 20 per cent of the total. 

Source: Le Commerce du Levant, Beirut, Lebanon, 


March 24, 1951. 


Syro-Lebanese Trade with Egypt 

According to Egyptian statistics, Egypt’s exports to 
Syria and Lebanon in 1950 amounted to LE878,395 and 
LE914,414, respectively, and its imports to LE486,665 
and LE840,582 (LE] = US$2.87). In spite of its large 
imports, Lebanon had only a small deficit, mainly be- 
cause it could provide Egypt with large quantities of 
deciduous and citrus fruits. Syria had a greater deficit, 
as there is no market in Egypt for cotton, the main 
Syrian export. 
Source: Le Commerce du 


March 14, 1951. 


Foreign Investment in Turkey 

An American company will contribute four fifths of 
the initial capital outlay of $1.8 million for a margarine 
manufacturing plant in Turkey. The balance will be 
paid by the Turkish Work Bank. To facilitate the op- 
eration of the plant and to encourage American contri- 
butions, the Turkish Government has extended all neces- 
sary guarantees that profits, as well as any proceeds from 
the eventual liquidation of the venture, will be re-trans- 
ferable into the original currency of the investment. 


Levant, Beirut, Lebanon, 


Source: Turkish Information Office, News from Turkey, 
New York, N.Y., March 22, 1951. 


Iraq-U.K. Sterling Agreement 

According to a new Iraq-U.K. sterling agreement, 
Iraq’s working sterling balance will be increased from 
£2 million to £4 million, and during the remaining period 
of operation of the Financial Agreement of August 1947, 
which terminates in July 1952, sterling will be released 
up to a total of £6 million whenever Iraq’s No. 1 (free) 
account falls below £6 million. 

Article 7 of the Agreement of August 1947, which 
stipulated that interest on Iraq’s sterling assets was to 
be kept in the No. 2 (blocked) account, has been can- 
celled, and the interest accumulated will be released. 

Under the new arrangement, Iraq undertakes to secure 
as much of her needs as possible from sterling countries 
and to spend dollars only where absolutely necessary. 
The decision as to what is essential dollar expenditure 
will rest entirely with the Iraq Government. 

Source: The Iraq Times, Baghdad, Iraq, February 19, 
1951. 


Far East 
Indian Foreign Trade 


India had a seaborne trade surplus of Rs 469 million 
in 1950, compared with a deficit of Rs 2,175 million in 
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1949. Exports rose to Rs 5,414 million, from Rs 4,113 
million in 1949, and imports fell to Rs 4,946 million, 
from Rs 6,288 million. 

A surplus of Rs 311 million was shown in trade with 
the soft currency area, and of Rs 17 million in trade 
with the hard currency area. In 1949 there were deficits 
with both areas—that with the soft currency area amount- 
ing to Rs 1,276 million, and that with the hard currency 
area to Rs 514 million. 

Source: The Hindu, Madras, India, March 13, 1951. 


Tariffs in Pakistan 

The source of revenue for a special fund for the re- 
habilitation of refugees in Pakistan is to be an ad 
valorem tax levied on both import and export licenses. 
Licenses under PRs 5,000 will be exempt (PRs 3.31 = 
US$1). The tax on licenses between PRs 5,000 and 
PRs 9,999 will be PRs 10, and on licenses above 
PRs 100,000 it will be PRs 1,000. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., March 26, 1951. 


Burmese Debt to United Kingdom 

The British Foreign Secretary stated on March 21 
that the financial help given to Burma by the United 
Kingdom since the end of the war, including the contribu- 
tion to the Commonwealth loan made in May last year, 
has amounted to £75.7 million. Of this sum, £36.5 
million had been waived or repaid, and a balance of 
about £39 million still remains due. A total of more than 
£1.5 million is still the subject of claims against the 
Burmese Government by five British firms formerly 
engaged in the timber trade in Burma, whose interests 
were taken over by the Burmese Government in 1948-49. 
Source: The Financial Times, London, England, March 

22, 1951. 


Burmese Currency Board 

The Union Bank of Burma is arranging to take over 
the currency-issue functions of the Burmese Currency 
Board which has heretofore had its headquarters in 
London. The Board will be abolished as soon as ar- 
rangements are completed, possibly this year. 
Source: Bank for International Settlements, Press Re- 

view, Basle, Switzerland, March 26, 1951. 


Chinese Soybeans for Western Germany 

Western Germany has imported 66,000-77,000 short 
tons of soybeans from China in the 4-5 month period 
ended January 31, 1951, according to information from 
the American Consulate General in Hamburg. Most of 
the imports, purchased with sterling payments through 
London, were transshipped through Rotterdam or the 
United Kingdom. Chinese traders in January informed 
dealers in Hamburg that they would take further orders 
for soybeans only if machinery and other steel products 
were offered in exchange. Recognizing the virtual im- 
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possibility of obtaining export licenses for steel, importers 
in Western Germany offered payment in sterling, free 
dollars, and even Swiss francs, but all such offers were 
refused. Consequently, it appears that additional soy- 
beans from China can be obtained only through a tri- 
angular arrangement of trade by way of the United 
Kingdom. The soybeans exported by China are reported 
to be of excellent quality, and to have yielded 18 per 
cent oil, compared with a yield of 16.5 per cent from 
U.S. soybeans imported in recent months. 
Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., March 26, 1951. 


Indonesian Export Duties 

Indonesia has raised the export duty on rubber from 
95 cents per kilogram in the first quarter of 1951 to 
108.6 cents per kilogram in the second quarter. 

The 8 per cent export duty on tea is to be abolished 
for six months starting April 1. This action has been 
taken in response to the continued petitions from agri- 
cultural associations for the abolition of the duty, in view 
of rising output and low world prices. 

Sources: The Financial Times, London, England, March 
24, 1951; Aneta News Bulletin, New York, N.Y., 
March 30, 1951. 


Philippine Foreign Exchange Tax 

According to the Philippine-American Chamber of 
Commerce, the Philippine Government has passed legis- 
lation providing for a 17 per cent tax on sales of foreign 
exchange, with some exceptions, for a two-year period 
beginning March 28, 1951. Exemptions include foreign 
exchange for imports of specified essential commodities, 
mainly foodstuffs and drugs, and for imports of indus- 
trial and agricultural machinery for which letters of 
credit were established prior to January 1, 1951. Re- 
mittances to pay for reinsurance, marine insurance, life 
insurance premiums on policies issued prior to December 
9, 1949, and U.S. veterans’ insurance also appear to be 
exempted. 
Source: The Journal of Commerce, New York, N.Y., 

March 29, 1951. 


Latin America 

Mexico’s Oil 

Mexico’s oil production in 1950 was 73.8 million 
barrels, against 56.3 million in 1947 and 62.1 million in 
1949. Estimates indicate that oil reserves increased by 
1,350 million barrels, and that gas reserves were 1,663 
billion cubic feet, equivalent to 334 million barrels of 
oil. In the period between 1947 and 1950, oil refining 
expanded from 46.4 million barrels to 52.0 million 
barrels; domestic consumption rose from 36.8 million 
barrels to 47.3 million barrels; and exports increased 
from 14.0 million barrels to 23.6 million barrels. 
Source: El Nacional, Mexico, D.F., March 19, 1951. 
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Ei Salvador-Mexico Trade Agreement 

A general most-favored-nation commercial treaty be- 
tween El Salvador and Mexico was ratified on February 
20. The treaty provides for reciprocal most-favored-nation 
treatment with respect to customs duties, other taxes on 
products and manufactures, navigation, and port facil- 
ities used by the two countries’ merchant vessels. The 
treaty is effective for a period of two years and is 
renewable. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., April 2, 1951. 


Colombian Banking Legislation 

A Colombian Executive Decree of December 1950 
provides for the establishment of savings departments in 
commercial banks and an increase in the lending facil- 
ities of the Central Mortgage Bank. Among the objec- 
tives of the new decree are the following: (1) Com- 
mercial banks, deprived of some income by the agreement 
restricting commercial credits (see this News Survey, 
Vol. III, p. 251), are compensated by the privilege of 
opening savings departments and carrying on specified 
lending activities through these departments. (2) Public 
saving is encouraged and some means of payment will 
thereby be taken out of circulation. (3) A new source 
of credit for essential productive purposes is provided. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., April 2, 1951. 


Other Countries 


South African Budget 

The South African Minister of Finance has stated that, 
when he made his budget speech a year ago, he expected 
a deficit for 1950-51, but that now there is an estimated 
surplus of £4.8 million on revenue account and an esti- 
mated surplus of over £10 million on loan account. For 
1951-52, expenditure on revenue account is estimated at 
£182 million (of which expenditure on defense accounts 
for about £17 million), some £18 million above that for 
1950-51. On the basis of existing taxation, the deficit 
would be £13.7 million. The Minister expects to realize 
£5 million from collection of tax arrears and £4 million 
from sales of surplus war stores; £5.3 million will be 
secured by increases in taxation, leaving a prospective 
surplus of £0.6 million. The personal income tax is 
unchanged. The excise duties on wines and spirits will 
be higher; the tax on base metal mining profits is in- 
creased, from 20 per cent to 274% per cent; the tax on 
undistributed profits is abolished, but this is offset by an 
increase in income tax on company profits, from 20 per 
cent to 221% per cent; the total tax on diamond mines is 
increased by a net amount of 10d., to 8s. in the pound; 
finally, taxation of gold mining profits is increased by 
an amount expected to yield an additional £925,000 in 
1951-52. 
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Premium gold sales gave the mines an extra income 
of nearly £2.2 million in 1950; if the existing prices and 
scope of sales are maintained, extra income will be much 
larger this year. The Minister said he expected the staff 
of the Fund to approach South Africa with a view to the 
revision of the arrangements for the sale of gold, but he 
would not regard it as fair if the Union were expected to 
stop these sales unless the disequilibrium between the 
price of goods and the price of gold were first eliminated. 

The Minister suggested that those who were benefiting 
from the high price of wool should invest surplus money 
in government or productive enterprises rather than 
spend lavishly and so contribute to inflation. The capital 
requirements of the Government, local authorities, mining, 
and other industry could be put at £150-200 million a 
year for the next few years. The level of foreign ex- 
change reserves remained satisfactory, but payments were 
balanced in the final accounting only by the inflow of 
foreign capital, the greater part of which still came from 
the sterling area. This made the country vulnerable in 
the event of a sudden withdrawal, and several proposals 
for local investment of foreign capital had been rejected 
on the ground that they might be subject to such 
withdrawal. 


Sources: The Times, March 22, 1951, The Financial 
Times, March 22, 1951, and The Economist, 
March 31, 1951, London, England. 


South African Export Control 


Recent changes in South African export regulations 
forbid the export, except under license, of a wide range of 
commodities and manufactured articles. The list in- 
cludes manganese, chrome, lead and many other non- 
ferrous metals, cotton, sulphur, machine tools, industrial 
diamonds, electrical equipment, and industrial chemicals. 
In general, goods exported to Commonwealth countries 
or to the United States are exempt from the regulations. 
Source: The Journal of Commerce, New York, N.Y., 

March 30, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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